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.. a. July 21, 1981 0 

MEMORANDUM FOR THE VICE PRESIDENT -- _. - 
_ = -  

THE SECRETARY OP STATE 
T H E  SECRETARY OF TREASURY 

THE SECRETAXY OF AGRICULTURE 

_- 

- -- THE SECRETA?XY OP DEFENSE --- __- 

-- COUNSELLOR TO THE PRESIDENT 
__ - _- 

- -  - - -- ~ 

- -  -. . - - THE DIRECTOR, OPPICE OF MANAGEXENT AND - 
BUDGET - _ .  

THE DI.SECTOR OP CENTRAL IIVTELLIGENCE 

DEPUTY CHIEF OP STAFPXO THE PRESIDENT 
- --- - CHIEP OF STAFF TO THE PRESIDENT - 

. SUBJECT: National Security Planning Group (NSPG) - 
Meeting Wednesday, July 22, 1981 

-- - - ,,&MU - 1030 A.M, 

_ -  
There will be an NSPG Meeting in the Cabinet: Room of the 
white House at AM on Wednesday, July 22, 1981. The 
Agenda w i  11 " be : 7 3c 

- 
a. Grain Agreement with the USSR 

b, Credit Sale of Corn to Poland 

The papers for the agenda items are attached- 
__ 

Principale only w i l l  attend 
-- 

FOR TEIE PRZSIDENT: 

Attachzentr, 

ichard V. A l l e n  
Assistant to the President 
for National Security Affairs f . 
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, ._ . . . ,  * .. - .  CONPIIDZNTIAI, , 
'.. . . . * .  - R e v i e w  on July 21, 1987 : 

. .  - .  
: .i _ . . . '  _.. ._-  . 
: ?  . - . .  . .. . . .. 
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NSC DISCUSSION PAPER 

. .  

GRAIN AGREEMENT W I T H  THE USSR 

The 5-year US-USSR Long-Term Agreement on Grain 
Trade (LTA), which expires September 30 ,  1981, has served US 
in teres t s  by prevent ing  sudden, destabi l iz ing  Soviet  g r a i n  
purchases and ensuring m i n i m u m  annual sales levels for US 
wheat and corn, W e  have e s s e n t i a l l y  t w o  a l t e r n a t i v e s :  a 
new long-term grain agreement or e x t e n s i o n  of the current 
aqreemen~t for one year (until September 3 0 ,  1982)- 

If w e  decide  to qo for a new agreement, t w o  major 
i s s u e s  must be decided: ( a )  whether a new LTA should c o n t a i n  
a U-S. quarantee a q a i n s t  f u r t h e r  embargoes and (b) t h e  
amount of grain the S o v i e t s  w i l l  be permitted to buy w i t h o u t  
prior USG concurrence, 
maritime agreement, which expires i n  December, and which i n  
t h e  pas t  was a c o n d i t i o n  for labor to agree to l o a d  grain  
for t h e  USSR. . -  

A related matter is t h e  US-USSR 

Issues for d e c i s i o n  . 
A, Whether to seek a neu long-term agreement or to extend 

t h e  p r e s e n t  arrangement 

The present LTA expires on September 30, A n  agreement 
is preferable because it insures orderly development of the 
grain trade w i t h  the Soviets and guarantees  a minimum 
q u a n t i t y  of grain sales- 

a g r e m e n t  or to seek e x t e n s i o n  of t h e  present agreement 
for o n e  year. 

The i s s u e  is  whether to seek to negotiate a new 5-year 

In favor of s e e k i n g  a new, 5-year agreement: 

Going for a new, 5 N e g r  agreement would signal our 
i n t e n t i o n  for long-term s t a b i l i t y  i n  our relationship with 
t h e  U S S R ,  l i k e l y  encouraging an increased level of Soviet 
purchases from t h e  U S  and providing U . S .  f a m e s  the assur- 
ances they need for planning production, 

- 
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In favor of seeking to e x t e n d  t h e  present agreement: 
- _  

-. . -- A one-year e x t e n s i o n  would allow us  time to observe 
t h e  evolution of the  s i t u a t i o n  i n  Poland and elsewhere 
before committing o u r s e l v e s  to a long-term g r a i n  trade 
relationah ip, 

-- 
advancing t h e  date of re turn  of the Soviets to our g r a i n  
market. 

___ 

-- 
E x t e n s i o n  could probably be done qu ick ly ,  thus 

- -- Seeking extension would not preclude a future  _ _  decis ion to n e g p i a t e  a new, long-term agreement. 
-. - / Approve seek ing  a w w ,  S-year- agreement 

Approve seeking extens ion of the present  
-- _ .  

ag reeme n t 

If you approve seeking a new, 5-year agreement, two 
a d d i t i o n a l  issues must be addressed: ., 

B. US Guarantees Against  f u t u r e  Embarqoes 

The c u r r e n t  LTA provides an explicit g u a r a n t e e  , 

a g a i n s t  a USC embargo of t h e  6-8 m i l l i o n  tons of grain 
s p e c i f i e d  i n  t h e  Agreement. 
embargo, t h e  U S  honored t h i s  c o m m i t m e n t ,  providing 8 million 
t o n s  of g r a i n  per year- 

..- 

Even during the post-Afghanistan 

- .  - __  
The issue is whether t o ’ r e t a i n  an explicit guarantee 

- . a g a i n s t  fu ture  u.S. embargoes i n  a new qrain  agreement with 
the USSR, 

- I n  favor of guaranteed access 

prove impossible to negotiate any new agreement. 
agreement could be n e g o t i a t e d ,  lack of guaranteed access 
could probably discourage Sovie t  purchases of U.S. grain,  

-- 
-. . 

-c USUA believes t h a t  wif’hout guaranteed access it might 
Even if a new 

-- Even explicit guarantees could be overcome in 
extreme circumstances by abrogating the agreement 

Against quaranteed access: 

-- Guaranteed S o v i e t  access would contradict our 
- l i n k a g e  strategy and be i n c o n s i s t e n t  w i t h  OUT overall 

approach to East-West t rade .  . .  - -- 
. .  

J , .  . .  1 

. .  , . .. . . 
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-- In general, g u a r a n t e e d  S o v i e t  access to our g r a i n  . 
would be i n a p p r o p r i a t e  i n  view of the USSR’s con t inued  
p r e s e n c e  in A f g h a n i s t a n ,  p r e s s u r e  on  Poland and support for 
lef t is t  guerillas and terrorist movements. S p e c i f i c a l l y ,  it 
is h c o n s i ~ t e n t  with NATO-agreed s a n c t i o n s  to impose a 
general export embargo i n  case of a S o v i e t  invasion of 
P o l a n a  - 

e- 
- 

ii 
I 

- I n c l u s i o n  of specific g u a r a n t e e s  a g a i n s t  embargoes 
- reduces t h e  f o r e i g n  p o l i c y  f l e x i b i l i t y  you must have to 

respond to unacceptable Soviet i n t e r n a t i o n a l  behav io r  
- - -  and p u t s  you in t h e  p o s i t i o n  of having  t o  abrogate an _ _  - agreement you have  approved.  

- Abroga t ion  is an act which has serious implications 
in-international r e l a t i o n s  and which-could reflect on the 
v a l u e  of guarantees i n  other i n t e r n a t i o n a l  agreements ,  
i n c l u d i n g  arms c o n t r o l .  

Approve g u a r a n t e e d  Soviet access to OS grain. 
-______7c 

// Disapprove. . 
C. P u r c h a s e  Levels 

The c u r r e n t  agreement  requires the Soviets to purchase 
6 m i l l i o n  t o n s  of US g r a i n  a n n u a l l y  (3 m i l l i o n  tons each of 
wheat and corn) and permits them t o  p u r c h a s e  up  to  8 million 
tons annually w i t h o u t  prior a p p r o v a l  from the USC. 

tons s h o u m  i n c r e a s e d .  
- The issue is whethe r  the p u r c h a s e  levels of 6-8 m i l l i o n  8 

In favor -of increased l e v e l s :  

7 I n c r e a s i n g  t h e  purchase l e v e l s  would heip assure 
the US a s i g n i f i c a n t  share of tfie large S o v i e t  market ,  
slowing Soviet r e l i a n c e  on other s u p p l i e r s  such as Canada 
and Argent ina  (which have made major inroads into t h a t  
market aa a result of the embaxgo). 

h i g h e r  purchase levels a s  a test ‘  of Administration sincerity 
in undoing t h e  - u n f a i r ”  effects of t h e  embargo. 

-- The US farm sector and key members of Congress set 

Against i n c r e a s e d  l e v e l s :  

overa l l -pol icy  toward t h e  S o v i e t  Union, g’ iv ing  t h e  impression 

- 
-- Increased amounts would be i n c o n s i s t e n t  with our 

I . .  . .. . . .  . 
- .. . .  . .  
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that  eagerness to s e l l  US gra in  outweighs strategic consider- 
at ions 0' 

_ - .  -- Pushing for i n c r e a s e d  grain exports would d i l u t e  
our efforts to get our allies to restrain their exports of 
high-technology i t e m s  to the USSR. 
. -  

Approve increased  purchase levels. 

Disapprove, 
. .  

- - .  + 
.- 

The current grain agreement specifies that grain 
most be ehipped accord ing  to t h e  terns of the  US-USSR 
maritime agreement, which expires i n  December 1981. 
marithe labor vould l i k e  t o  see the cargo s h a r i n g  provi- 
sions of the agreement renewed, but t h i s  can only be done by 
making cargo sharing a precondition for the sale of g r a i n  or 
offering S o v i e t  ships the opportuni ty  to carry cargoes 
between the United States and t h i r d  countries- The U S  
maritime industry would oppose significant concessions to 
Soviet shipping interests, and i n s i s t e n c e  on US-flag carr iage  
would make the  grain agreement harder to negotiate, However, 
the  S o v i e t s  may be encouraged to agree to cargo sharing by 
the  potential threat  of a renewed boycott by the I n t e r n a t i o n a l  
Longshoremen's Association ( I L A )  of grain sh ipments  to the 
U S S R ,  

US 

D r e w  L e w i s  has formed an interagency group to develop 
-. . a policy in this area. 

c: 
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Credit S a l e  of Corn To Poland 

c1 The P o l e s  have requested 400,000 t o n s  of corn (va lue  

Th ty need  i t  to avoid a serious decline in 
a b o u t  $SO m i l l i o n ) ,  on easy credit terms, for delivery beginning 
in September- 
neat supply, which could provoke pop ular u n r e s t .  Yo meet this 
r e q u e s t  would require l e g i s l a t i o n .  T o  beat the August recessr 
we would have to take t h i s  to t n e  H i l l  n e x t  week- ke w i l l  
have he lp  from Congressmen Derwinskl and Zablocki, and Senator 
Percy-  

A derision ta m o v e  ahead vi11 dewnd to s o m e  extent on 
whether, as w e  e x p e c t ,  t 
movement. We w i l l  also want to consider the  attitude of t h e  
Euro eana on free ing  up existing l i n e s - o f  credit and providing ___ll_a_ new cre ita- To maximize our leverage. we must continue to 

-- _ _  

m a k e  t h e  p o i n t  s t rong ly  wi th  our a l l i eb  -- and the Poles -- 
that providing these credit6 would f u r t h e r  widen the gap 
between their performance  and ours, and t h a t  they (and the 
Soviets) will have to cover further Polish requests for . 

ass is t ance. . 
If we do d e c i d e  t o  move ahead, a number of questions must 

be addressed quickly: 
move it quickly; the terms of the credits to be sought.  The 
t iming  involved requires a supplemental to the FY'81 budget; 

h i s  should probably be a separate line item which might be 
ntroduced on the floor to  a bill under discussion- .  The 

Poles' f i n a n c i a l  condition strongly 8UqgeStS that a 10 year 
credit -- w i t h  a qrace period -- rouId be in order. This 

other grain  producers .  These iaeues can be worked out at 
staff levels. 

what kind of l e g i s l a t i o n  and how to 

a 
mulct also he lp  to avoid trade policy problems w i t h  

- Whether or not to extend $60 Gil l ion i n  new credits  to 
t h e  Poles for t h e  purchase of 4UU,OOO HT of corn- 

In favor of extendinq new c r e d i t s  

-- Poland's dtteriorating economy i s  t h r e a t e n i n g  t h e  viability 
of the renewal process. Meeting this request offers the 
opportunity of: ( 1 )  demonstra t ing  our Support for the  

- .- c o n t i n u i n g  reform movement; ( 2 )  taking tang ib le  action to 

.... 
t 
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alleviate  a serious potential danger (meat shortages) to' 
t h e  reformers t h i s  winter;  and ( 3 )  having anogher lever  .- ... 

-. _. . to push the Europeans i n t o  doing much more. 
- -  .. 

-- -__-- --- Our budget is t i g h t ,  but economic chaos in Poland, which 
led to Soviet i n t e r v e n t r o n ,  could cost us  far more _. . 

__ -.- - strategically than this further a i d  to  Poland. 
.---. . - 

_ _ _ -  blackmail t h i s  winter. 

-- - Food ehortaqes would, even if chaos d i d  not  result, leave 
Poland more vulnerable and open to Soviet economic 

-- 
- 2 .  -- We can use t h e  prospect of additional U - S -  credits for 

Polish corn purchases as a lever to press for greater West 
European financial support and the larger credits warranted 
by their: economic and financial ties with Poland. 

u s .  .- 
_d --Againat extcndinq new credits 

i 

The USG h a s  

- m u  
countries h 
to P o l a n d .  -- 

already extended $585 million in CCC credit 
t h i s  year and $76 million worth of surplus 

The USG has already extended $585 million in CCC credit 
uarantcea t h i s  year and million worth of surplus 

- 3 n u c t s .  Neither West Europeans nor Soviet/CEHA 
countries have p r o v i d e d  t h e i r  share of additional cred i ts  
to P o l a n d .  -- 

~ 

lets. Neither the West Europeans nor Soviet/CEHA 
ave r x o v i d e d  t h e i r  share of additional credi ts  

-- Poland is in such bad straits economically that the 
roepecti, for repayment of 0% corn credits are shaky; it 

would be d ~fficuft to harzard a guess as to'Poland's 
. . _ -  - - .. abi l i ty  . to repay 10-year credits, 

-. 

... 

.. 

. ._  
- .  
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